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THE  CITY  OF  BOSTON'S  FISCAL  1996  BUDGET 

A Continuation  of  Priorities,  A Pause  on  Introducing  Competition 

The  City  of  Boston’s  fiscal  1996  general  fund  budget,  as  finally  approved,  is  $1,476  billion,  an  increase  of  $60.3  million  or 
4.3%  over  fiscal  1995.  With  few  exceptions,  this  budget  carries  forward  the  priorities  established  by  the  Menino 
Administration  last  year.  The  budget  supports  the  building  blocks  of  improved  day-to-day  service  delivery  such  as 
measurement  standards  focused  more  on  outcomes.  However,  it  does  not  embrace  the  concept  of  introducing  competition  to 
the  delivery  of  public  services.  This  approach  has  been  utilized  successfully  in  other  cities  to  provide  public  services  more 
efficiently.  The  City  apparently  will  back  off  its  plan,  first  mentioned  in  this  budget,  of  introducing  competition  to  determine 
the  most  cost-effective  approach  for  a car  towing  service.  With  this  budget,  Boston  starts  to  face  the  dilemma  of  having  to 
determine  which  services,  previously  funded  by  federal  dollars,  should  be  supported  with  its  own  resources.  This  issue  will  be 
an  ongoing  challenge  for  Boston  which  will  require  strict  adherence  to  the  fiscal  discipline  exercised  by  the  City  in  past  years. 
The  fact  that  this  budget  provides  for  an  increase  in  the  City’s  workforce  for  the  second  consecutive  year  renews  the  Bureau’s 
suggestion  that  the  City  maintain  a stable  workforce  level.  Due  to  a timing  issue,  the  budget  does  not  include  $3.4  million  in 
additional  aid  to  Boston  provided  in  the  fiscal  1996  state  budget.  The  hospital  merger  planned  to  take  effect  on  July  1,  1996, 
will  significantly  reduce  the  City's  general  fund  budget  and  workforce  next  year.  The  functions  of  the  Department  of  Health 
and  Hospitals  will  be  divided  between  a new  quasi-independent  Public  Health  Commission  and  a new  private,  nonprofit 
Boston  Medical  Center  corporation.  The  City's  contribution  to  health  care  will  not  be  reduced  over  several  years  and  will 
likely  increase  in  the  initial  years. 


What’s  new  in  fiscal  1996? 


TWO  YEAR  EXPENDITURE  COMPARISON 

figures  in  OOO's 


The  fiscal  1996  budget  reflects  a continuation 
of  the  priorities  set  in  last  year's  budget.  The 
focus  is  on  education  whose  share  of  the 
budget  increases  to  30.1%,  e.xtended  library 
hours,  expansion  of  recycling  and  the 
streetlight  initiative  programs,  reorganization 
of  some  departments  and  service  performance 
measures  focusing  more  on  outcomes.  The 
Mayor  recommended  an  increase  of  120  police 
officers  and  later  agreed  with  the  City  Council 
to  add  an  additional  police  class  of  40 
beginning  on  June  24,  1996,  for  a total  of  160. 

One  new  initiative  this  year  is  the  move  to 
consolidate  by  January  1,  1996,  the  fleet 
management  function  of  six  departments  into 
one  central  24-hour  operation  within  the 
Transportation  Department.  The  Mayor's 

proposal  to  establish  a regionalization 
commission  to  study  how  cities  and  towns  in 
the  Boston  Metropolitan  area  can  deliver  improved  services  by  coordinating  and  sharing  municipal  functions  is  funded  in  the 


TAX  RATE 

APPROVED 

% 

BUDGET 

BUDGET 

CHANGE 

CHANGE 

FY1996 

FY1996 

FY95-FY96 

FY95-FY96 

CITY.  OTHER 

$202,853 

$211,763 

$8,910 

4.4% 

FIRE 

89,854 

92,008 

2,154 

2.4% 

POLICE 

144,058 

155,145 

11,088 

7.7% 

SUFFOLK  COUNTY 

15,145 

10,156 

(4,989) 

-32.9% 

BENEFITS 

181,434 

171,596 

(9,839) 

-5.4% 

TOTAL  DEPART. 

$633,345 

$640,668 

$7,323 

1.2% 

HOSPITALS 

$213,386 

$248,904 

$35,519 

16.6% 

SCHOOLS 

$424,818 

$444,177 

$19,359 

4.6% 

TOTAL 

$1,271,548 

$1,333,749 

$62,201 

4.9% 

MANDATORY 

$144,741 

$142,803 

($1,938) 

-1.3% 

TOTAL  EXPEND. 

$1,416,289 

$1,476,553 

$60,263 

4.3% 
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budget,  with  a matching  share  to  come  from  the  Commonwealth.  An  increase  in  the  Youth  Fund  was  approved  to  offset 
federal  cutbacks  in  the  alternative  education  initiative  and  summer  jobs  program.  Additionally,  this  budget  includes  the  first 
formal  mention  of  competitive  service  delivery.  The  budget  indicates  that  the  Police  Department's  contract  with  a private 
firm  for  the  towing  of  stolen  automobiles  would  be  competitively  bid  and  that  city  employees  would  be  able  to  submit  a 
proposal.  However,  that  may  not  happen.  The  Police  Department  is  negotiating  now  with  the  City's  Transportation 
Department  to  provide  this  service  without  going  to  public  bid. 


A Brief  Look  At  Expenditures.... 


City  spending  in  fiscal  1996  is  budgeted  at  $1,476  billion,  an  increase  of  $60.3 
million  or  4.3%  over  the  fiscal  1995  budget.  Due  to  accounting  changes,  the 
Department  of  Health  and  Hospitals  (DH&H)  registers  the  largest  increase  at  $35.5 
million  or  16.6%,  while  mandatory  expenses  shows  a decline  of  $1.9  million  or  1.3%. 

For  the  purpose  of  showing  the  City's  total  contribution  to  DH&H  in  anticipation  of 
the  merger  with  University  Hospital,  the  fiscal  1996  hospital  budget  reflects,  for  the 
first  time,  the  inclusion  of  city  costs  for  pensions,  health  insurance  for  retirees  and 
debt  service  payments.  Historically,  these  costs  were  included  in  the  mandatory 
expense  account.  These  items  bring  the  City's  total  contribution  to  DH&H  to  $56.2 
million  in  fiscal  1996.  The  final  budget  incorporates  a reduction  of  $5.3  million  in 
the  Sheriff’s  Department  appropriation  as  a result  of  the  state  agreeing  to  pay  87.5% 
of  the  total  county  corrections  budget,  up  from  the  80.0%  that  was  in  effect  when  the 
Mayor’s  original  budget  was  submitted.  The  City’s  share  of  this  budget  has  been 
reduced  from  20.0%  to  12.5%.  A review  of  city  departmental  budgets  shows  significant  increases  from  fiscal  1995  in: 
Property  Management  (16.8%  or  $1.7  million),  Fhiblic  Facilities  (14.1%  or  $1.9  million).  Police  (7.7%  or  $11.1  million). 
Library  (6.1%  or  $1.2  million)  and  Schools  (4.6%  or  $19.4  million)  To  help  solve  the  Boston  Redevelopment  Authority’s 
(BRA)  financial  problem  without  requiring  a city  appropriation,  the  Administration  has  transferred  the  BRA’s  prop>erty  and 
housing  management  responsibilities  for  its  land  and  property  to  the  City’s  Property  Management  and  Public  Facilities 
Departments  respectively.  The  Bureau  is  concerned  about  the  public  accountability  of  this  arrangement. 

Employees  in  FY96 

For  the  second  year  in  a row,  the  actual  number  of  city  departmental  employees  will  increase.  Departmental  quotas  for 
permanent  positions  in  the  fiscal  1996  budget  will  increase  by  300  or  2.7%  over  fiscal  1995.  Personnel  quotas  represent  the 
number  of  p>ermanent  positions  funded  in  the  budget  and  indicate  the  expected  change  in  employee  levels  but  not  the  actual 
number  of  employees  working.  The  increase  primarily  reflects  the  Mayor's  initiatives  with  growth  expected  in  the 
Departments  of  Police,  Community  Centers,  Library,  Property  Management  and  Public  Facilities.  The  fiscal  1995  budget 
increased  city  departmental  quotas  by  389,  or  3.6%  over  the  prior  year.  In  addition  to  the  city  departmental  increase  in  fiscal 
1996,  the  School  Department  estimates  an  increase  of  182  positions.  The  majority  of  the  increase  is  expected  in  Pilot  School 
Staff  (+63.6),  Specialist  Teachers  (+43)  High  School  Accreditation  Staff  (+21)  and  Kindergarten  Teachers  (+18.5).  Overall, 
in  fiscal  1996,  spending  for  employee  salaries  that  support  the  total  quota  of  18,789  is  expected  to  reach  $744.4  million,  an 
increase  of  $32.3  million  or  4.5%  over  fiscal  1995.  Salaiy  expenses  represent  60.0%  of  total  departmental  spending. 


FISCAL  1996  BUDGET 


Other 
14  3% 


....And  The  Revenues  That  Support  Them 


Revenues  in  fiscal  1996  are  expected  to  grow  by  $60.3  million  or  4.3%.  Once  again,  most  of  the  revenue  increase  will  come 
from  three  areas:  the  property  tax  (+$22.9  million),  hospital  receipts  (+$13.0  million)  and  state  revenues  (+$8.5  million). 
Over  72%  of  the  City's  general  fund  revenues  are  expected  to  come  from  two  sources:  the  property  tax  levy  (45.9%)  and  state 
revenues  (26.4%). 

The  Property  Tax 

The  net  property  tax  levy  is  expected  to  total  $677.9  million  in  fiscal  1996,  an  increase  of  $22.9  million  or  3.5%  over  fiscal 
1995.  The  net  levy  equals  the  City’s  gross  levy  less  the  overlay  reserve  for  abatements.  This  year’s  gross  levy  is  expected  to 
increase  by  $24.7  million:  $17.2  million  due  to  the  normal  2.5%  increase  over  the  prior  year’s  levy  limit  and  $7.5  million  in 
new  growth.  Generally,  at  the  time  the  tax  rate  is  set  in  December,  the  City  has  been  able  to  increase  its  levy  estimate  of  new 
growth  slightly,  a situation  that  is  expected  in  fiscal  1996. 
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State  Revenues 


Direct  state  aid  included  in  this  budget  totals  $389.2  million,  an  increase  of  $8.5  million  or  2.2%  over  fiscal  1995.  Due  to  a 
timing  issue,  the  state  aid  number  does  not  reflect  the  final  state  budget  for  fiscal  1996  and  therefore  does  not  include  the 
additional  $3.4  million  approved  for  Boston.  That  would  bring  the  total  state  aid  increase  to  $1 1.9  million,  or  3.1%  over  the 


STATE  AID  TO  BOSTON 

figures  in  OOO's 


FY95 

BUDGET 

FY96 

BUDGET 

FY96 

CHERRY 

SHEET 

CHANGE 
C.SHEET  VS 
95  BUDGET 

ADD.  ASSISTANCE 

$206,638 

$206,638 

$206,638 

$0 

CHAPTER  70 

81,515 

86,111 

86,111 

4,596 

LOTTERY 

33,014 

37,496 

37,496 

4,482 

SCH.  CONSTRUCT 

11,948 

12,152 

13,025 

1,077 

SCH.  TRANS.  PUPIL 

9,627 

9,348 

9,757 

130 

TEACHER  PENSIONS 

34,000 

33,730 

35,500 

1,500 

MISC.  REVENUES 

3,918 

3,702 

4,053 

135 

TOTAL 

$380,661 

$389,177 

$392,581 

$11,921 

prior  year.  The  two  largest  increases  reflect  state 
support  of  educational  improvement  through  Chapter 
70  and  the  continuation  of  the  five-year  phase-out  of 
the  cap  on  lottery  distributions.  The  Chapter  70  figure 
is  net  of  funds  for  charter  schools.  The  full  Chapter  70 
amount  is  $92.1  million,  from  which  the  City  is 
netting  out  $5,958  million  for  charter  school  tuition 
costs.  The  state  will  send  these  funds  directly  to  the 
charter  schools,  b>passing  the  City’s  treasury.  The 
BPS  budget  has  not  been  cut  because  of  the  allocation 
of  Chapter  70  funds  to  charter  schools.  The  $5.3 
million  reduction  in  the  county  corrections 
appropriation,  due  to  state  assumption  of  a larger  share 
of  the  cost,  has  enabled  the  BPS  to  be  held  harmless 
from  the  Chapter  70  transfers. 


Hospital  Revenues 

Revenues  from  the  Department  of  Health  and  Hospitals  are  e.xpected  to  generate  $192.7  million  or  21.6%  of  the  overall 
increase  in  city  revenues.  The  increase  in  fiscal  1996  is  due  primarily  to  the  increase  in  patient  volume.  Hospital  revenues 
remain  the  city’s  third  largest  revenue  source  at  13.1%  of  the  total.  The  operating  revenues  for  BCH  come  primarily  from 
government  subsidized  programs  such  as  Medicaid,  Medicare  and  the  Free  Care  Pool.  These  three  sources  constitute  over 
85%  of  BCITs  total  net  revenues. 


The  Remaining  Revenues 
Of  the  remaining  revenue  sources  available, 
city  departmental  revenues  are  projected  to 
generate  $128.2  million,  $9.9  million  more 
than  in  fiscal  1995.  The  majority  of  the 
departmental  accounts  are  budgeted  to 
increase,  with  the  largest  growth  expected  in 
investment  income  (+$5.8  million),  payment- 
in-lieu  of  taxes  (+$5.3  million),  parking 
meter  fees  (+$3.5  million)  and  parking  fines 
(+$1.3  million).  Reductions  are  expected  in 
parking  facilities  due  to  the  central  artery 
project  (-$1.5  million)  and  street,  sidewalk  «fc 
curb  permits  (-$1.2  million).  Excise  taxes  for 
Boston  are  expected  to  grow  in  fiscal  1996, 
with  Chapter  121 A taxes  increasing  by  $2.1 
million  or  8.8%,  aircraft  excise  tax  up  by 
$1.0  million  or  8.7%,  motor  vehicle  excise 

tax  up  by  $900,000  or  4. 1%  and  the  hotel  excise  tax  increasing  by  $700,000  or  4.7%. 


TWO  YEAR  REVENUE  COMPARISON 
figures  in  OOO's 


TAX  RATE 

APPROVED 

% 

BUDGET 

BUDGET 

CHANGE 

CHANGE 

FY1995 

FY1996 

FY95-FY96 

FY95-FY96 

GROSS  PROPERTY  TAX 

$689,938 

$714,686 

$24,748 

3,6% 

OVERLAY 

(34.902) 

(36,756) 

(1.854) 

53% 

NET  PROPERTY  TAX 

$655,036 

$677,930 

$22,894 

35% 

a TY/COUNTY/SCHOOL 

120.774 

131,026 

10252 

8.5% 

HEALTH  & HOSPITALS 

179.690 

192,734 

13,044 

7.3% 

STATE  REVENUES 

380.661 

389,177 

8,516 

2.2% 

NON-DEPARTMENT  AL 

78.348 

84,600 

6,252 

8.0% 

NON-RECURRING 

1,780 

1,065 

(695) 

-39.0% 

TOTAL  REVENUE 

$1,416,289 

$1,476,563 

$60,263 

4.3% 

Mayoral  Reallocations 

Once  the  budget  is  approved  by  the  City  Council,  its  work  is  pretty  much  completed  for  the  year.  That  is  partly  due  to  the 
mayoral  reallocation  provision  which  gives  the  Mayor  the  authority  to  transfer  up  to  $3.0  million  of  nonpersonnel 
appropriations,  other  than  school  appropriations,  to  other  budget  accounts  without  City  Council  approval.  The  intent  of  this 
provision,  which  is  unique  to  the  Mayor  of  Boston  in  Massachusetts,  is  to  provide  flexibility  in  making  budget  adjustments 
from  the  start  of  the  fiscal  year  through  April  15th  to  insure  a balanced  budget.  Reallocations  of  $3.0  million  represent  only 
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0.3%  of  the  total  fiscal  1996  departmental  budget,  excluding  schools.  Nevertheless,  the  revenue  source  and  the  nature  of 
some  of  the  reallocations  are  inconsistent  with  the  spirit  of  the  reallocation  legislation.  The  statute  ( Tregor  Act  of  1982  ) 
stipulates  that  the  Mayor  may  reallocate  nonpersotmel  “appropriations,”  yet  for  the  past  several  years,  the  transfers  have  been 
made  fi-om  the  "debt  service"  account 


which  is  not  an  appropriation.  The 
City  has  not  borrowed  short-term  debt 
since  1987  but  it  continues  to  budget 
at  least  $3.0  million  for  the 
reallocations.  The  intent  of  the 
reallocations  is  to  keep  the  budget 
balanced  and  meet  unforeseen 
expenditures.  Reallocations  do  not 
make  much  of  an  impact  for  large 
departments  but  their  effect  can  be 
significant  for  smaller  departments 
and  completely  change  the  legislative 
intent  from  the  time  the  budget  is 
approved  by  the  Council.  For 
example  in  fiscal  1995,  the  Council 
approved  a 36%  increase  for  the 
Envirorunent  Department  but  after  a 
mayoral  reallocation  of  $135,000,  the 
budget  increase  over  the  prior  year 
more  than  doubled  to  76%. 


SELECTED  DEPARTMENTS  RECEIVING  FY95  REALLOCATIONS 
figures  in  000's 


BUDGET 


REALLOC  FINAL 


CHANGE 


CHANGE 


FY94 

FY95 

FY95 

FY95 

FY940RIG.  95 

FY94-FINAL  95 

CITY  CLERK 

$558 

$568 

$50 

$618 

$10 

2% 

$60 

11% 

ENVIRONMENT 

- 

463 

135 

588 

123 

36% 

258 

76% 

LAW 

3,118 

3,414 

40 

3,454 

296 

9% 

336 

11% 

MAYOR'S  CFFICE 

S 1.118 

1,251 

175 

Y426 

134 

12% 

308 

28% 

LIBRARY 

18,926 

19,400 

300 

19,700 

474 

3% 

774 

4% 

MGlVWTEi»JD 

210 

210 

73 

283 

, 

0% 

73 

35% 

RENT  EQUITY  BD 

1,200 

1,222 

70 

1,292 

22 

2% 

92 

8% 

TREASURY/COL 

2,374 

2,504 

134 

2,638 

130 

5% 

■iM 

11% 

WORKERS  COMP 

3,200 

3,800 

475 

4,275 

600 

19% 

1.075 

34% 

YOUTH  FUND 

3,800 

3,400 

850 

4,250 

(400) 

r11% 

450 

12% 

Note:  FY94  Reflects  budget  as  presented  in  FY95  budget  document. 


Recommendations 

0 The  City  should  move  to  introduce  competition  to  improve  the  efliciency  of  the  delivery  of  public  services.  This 
approach  has  been  utilized  with  cost-saving  success  in  other  cities  such  as  Indianapolis,  Philadelphia,  Milwaukee  and 
Chicago.  Following  the  Indianapolis  model,  the  Mayor  should  appoint  a private-sector  advisory  group  to  examine  city 
services  and  identify  those  with  competitive  opportunities.  As  part  of  this  process,  the  City  should  establish  a system 
to  measure  the  total  cost  of  performing  a service.  This  process  would  enable  the  City  to  assess  whether  city  services 
were  being  delivered  efficiently  and  to  accurately  compare  the  costs  of  public  sector  delivery  with  those  in  the  private 
sector. 

0 Growth  in  the  City’s  revenues  should  not  automatically  trigger  increases  in  its  workforce.  Policy  initiatives  such  as 
community  policing,  expanding  library  or  community  center  hours  and  growth  in  student  enrollment  will  require 
additional  employees.  However,  efforts  should  be  made  by  the  Menino  Administration  to  maintain  a stable  workforce 
level  and  not  expand  the  overall  base  of  operations  each  year.  Greater  utilization  of  technology,  reallocating  funds 
from  less-effective  programs  to  new  priorities,  strict  management  of  existing  work  rules  and  introducing  competition 
can  assist  in  delivering  basic  services  more  cost  effectively. 

0 The  Mayor’s  recommended  budget  should  include  a multi-year  budget  projection  for  both  operating  revenues  and 
expenditures.  Changes  in  external  funds  should  be  included  in  the  multi-year  analysis.  This  type  of  analysis  has  been 
utilized  in  other  cities  to  identify  potential  problems  and  encourage  a public  discussion  of  the  prioritization  of  public 
services  and  the  allocation  of  resources. 

0 After  observing  the  utilization  of  mayoral  reallocations  over  several  years,  the  Bureau  believes  that  the  debt  service 
account  is  not  an  appropriate  source  of  funds  for  the  reallocations.  This  account  is  included  in  the  tax  rate  calculations 
by  the  Administration  and  is  not  appropriated  as  the  legislation  stipulates  the  source  of  funds  should  be.  The  intent  of 
the  legislation  is  to  provide  the  Administration  with  greater  budget  flexibility  but  in  our  view,  requires  the  transfers  to 
be  taken  from  budget  accounts  first  appropriated  by  the  City  Council. 
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